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PUBLIC EMPLOYEE RETIREMENT SYSTEM OF IDAHO 

607 North 8th Street 
BOISE, IDAHO  83702 

 
MINUTES  

OF 
MEETING OF RETIREMENT BOARD 

 
The Board of the Public Employee Retirement System of Idaho met at the 
PERSI Administration Building, 607 North Eighth Street in Boise, Idaho at 
8:30 a.m.  January 27, 2004. The following members were present: 
  Jody B. Olson   
  J. Kirk Sullivan 
  Dennis Johnson 
  Susan K. Simmons 
  Pamela I. Ahrens   
Executive Director Alan H. Winkle, Deputy Attorney General Brad Goodsell, 
Financial Officer James Monroe, Chief Investment Officer Robert Maynard, 
and Management Assistant Joanne C. Ax were also in attendance. The 
electronic projection of materials and documents discussed in the meeting 
was handled by Betsy Griffith.  Other persons attending portions of the 
meeting were:  
   
 Rod MacKinnon   Mountain Pacific Investment Advisors 

Bill Palumbo   Mountain Pacific Investment Advisors 
 Drew Black    DB Fitzpatrick & Co. 
 Dennis Fitzpatrick   DB Fitzpatrick & Co. 
 Brian McGrath   DB Fitzpatrick & Co. 
 Charlie Brown   REAI 
 Matt Haertzen   Endowment Fund Investment  Board 
 Doug Bates    Clearwater Advisors 
 Robert Schmidt   Milliman USA 
 Brent Nye    Boise Schools 
 Richelle Sugiyama  PERSI 
 John R. Doner   PERSI 
 
OLD BUSINESS  
 Approval of the Minutes:  By motion duly made by Trustee Johnson 
and seconded by Trustee Ahrens, the Board unanimously approved the 
minutes of the December 16, 2003, regular meeting of the Retirement Board 
as submitted. 
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PORTFOLIO  

Monthly Portfolio Update:  Mr. Maynard discussed his investment 
report dated January 24, 2004, which was an update from a version 
previously provided to the Board.  In the report and in his discussion, Mr. 
Maynard noted that PERSI’s increased returns continue, with the fund up 
6.9% since the last Board meeting and 18.0% for the fiscal year-to-date.  
The economy continues to improve beyond expectations and corporate 
earnings are coming in at or above predictions.  Although the dollar’s fall 
seems to have stalled, international returns continue to be robust.  On the 
other hand, the market seems to have fully priced in optimistic expectations 
on economic and corporate prospects, both for the U.S. and internationally.   

All managers are either within their expected characteristics or have 
reasonable explanations for slight deviations.  All managers are also 
performing within expectations given the markets. The Schroders EAFE 
Portfolio was terminated due to the departure of the portfolio managers and 
the questionable continuation of the product. 

The emerging markets, international portfolios, global portfolios, and 
U.S. small cap indices have very good absolute performance, while bonds 
have the worst.  Zesiger, Brandes, TCW and Schroders Emerging Markets 
have the best relative performance for the fiscal year to date, while 
Mountain Pacific and Tukman have the worst.  PERSI’s overall performance 
continues to outperform the underlying policy benchmarks (the indexed 
returns), although that outperformance appears to be slowing.  

Mr. Maynard said the funds from the Scudder portfolio that we have 
been holding have been transitioned into index funds.  Responding to a 
question from the Chair, Mr. Maynard said there is no long term plan to 
increase the index fund allocation. 

Consultants from Callan are beginning a manager search process.  Mr. 
Maynard has asked them to bring the names of the best managers in 
equities, regardless of the particular type of equity management they 
represent. Mr. Maynard said the Board has demonstrated strength and 
stability with the manager line up, particularly in the recent volatile times.  
The fund is profiting from that strength.  The Board retained managers 
whose investment styles were out of favor in the markets for some time but 
who continued to invest as agreed when we hired them. Those managers are 
now providing stellar returns.   Chairman Olson said Trustee Ahrens has 
volunteered to chair the manager selection committee as this process 
continues.  Selections will be brought to the full Board for the final interview. 
Mr. Maynard said there may be $500 million available, because we have 
fired and not replaced several managers over the past couple of years.  
 There was discussion of the cost of transferring funds into the Mellon 
index fund and then back out.  Mr. Maynard said these fees are one reason 
he does not rebalance to the exact allocation every month.  Market impact 
fees can be considerable.   
 Mr. Maynard said Frazier Technology, a private equity group, should be 
in place today.  They will have a Boise office. He continued with a detailed 
review of his report.  With the double digit returns so far this year, he has 
concerns that members and legislators will expect this to continue.  He 
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hopes the last three years have demonstrated that such expectations are not 
reasonable.  Human thinking, however, is myopic.  What we expect anchors 
to what is most recently in front of us and it is difficult to take the longer 
point of view necessary for successful investing.   
 Looking ahead, he told the Board that Mario Giannini of Hamilton Lane 
will attend the March meeting to discuss the private equity report. Mr. 
Maynard reviewed the current asset allocation and does not plan to 
rebalance until we have our new managers on board.  Currently, the U.S. 
TIPS fund is our largest single holding at 6.3% of the fund.   
 The mid-cap fund in the Choice Plan is having some trouble and the 
Mellon International Fund is experiencing increased costs from rapid trading. 
In general, the funds are performing as expected.   
 
 Manager Comments:  The Chairman invited managers who were 
present to comment on the markets and the economy.   Interest rates are 
remaining low and are not expected to rise until after the November 
elections. Bill Palumbo discussed a recent article by Sam Zuckerman printed 
in the San Francisco Chronicle regarding productivity.  The Bay Area was 
reported first in productivity output per capita through the downturn with 
Boise, Idaho listed as second.  However, when output per capita was 
adjusted for cost of living, Boise moved into first place.   
 
FISCAL 
 Update and Expense Reports:  Financial Officer James Monroe had 
previously provided a memorandum dated January 22, 2004, to the Trustees 
which summarized current fiscal items of interest.  He reviewed the 
Governor’s budget recommendation which includes the full PERSI request for 
enhancements.  His 2% recommended increase in employee compensation 
as mentioned in the State of the State address is also included, but not the 
1.9% increase for general inflation that was prescribed in the budget 
preparation directions.   Negotiations with Mellon Bank regarding fees for 
custody services are complete.  The basic cost of the service has increased 
over the past few years because of additional service requirements by 
PERSI.  However, reductions in other fees makes the total cost to PERSI 
remain relatively flat.  Mr. Maynard added that the increase in fees related to 
the on-line performance service was, in part, due to significant 
enhancements implemented by Russell Mellon.  The basic contractual terms 
for custody services remain the same.  Mr. Monroe then reviewed the travel, 
administrative budget and portfolio budget reports.  
 Responding to a question from the Chair, Mr. Monroe said Callan had 
compared the fee structure with their database and indicated fees in this 
contract are in line with custody fees in the larger market.  This contract 
does not include any formal or semi-annual performance reporting by 
Mellon.  Mr. Maynard said Mellon would also profit from international 
transactions when managers use their bank facilities to complete these 
trades.  Securities lending would also provide a profit to Mellon, but at this 
time PERSI does not participate in that.  
 
LEGAL: 
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 Callan Consultant Contract:  Deputy Attorney General Goodsell had 
provided copies of the proposed contract to Trustees.  Chairman Olson asked 
that the process for reviewing contracts be summarized. Mr. Goodsell 
explained that this contract was reviewed and negotiated by in-house legal 
staff like most service contracts.  These are contracts for ongoing services 
that can generally be terminated immediately and are not related to an 
ongoing project or investment.  Those contracts are distinguished from 
contracts related to private equity or real estate where we have an ongoing 
commitment of assets and where exit can be difficult and complex.  These 
contracts are generally handled by outside counsel so we can rely on their 
malpractice insurance if something goes awry.  The fees for services were 
negotiated during the Request for Proposals and Awarding of Bid process.  
That material and the related fee schedule are incorporated into the 
contract.  After review of the fee schedule, by motion duly made by Trustee 
Ahrens and seconded by Trustee Johnson, the Board unanimously approved 
the contract with Callan Associates, Inc.   
 
COMMUNICATIONS: 
 Transaction Survey Results:  Information Officer Becky Reeb 
introduced John Heatherington from Clearwater Research, Inc.  He reviewed 
slides summarizing the report of recent surveys of employers and members 
who had completed a transaction with PERSI.  Satisfaction with PERSI 
service remains high. Opportunities for improving service were discussed as 
well as ways to improve the survey questions, especially those regarding 
rolling funds into the Choice Plan. Trustee Sullivan said his experience with 
the Choice Plan rollover was positive.  The process worked perfectly.  Others 
have experienced challenges getting their funds released to be rolled over 
into the PERSI plan.  Clearwater Research will provide more printed copies of 
the detailed report. The information will also be available on the PERSI 
website at www.persi.state.id.us    
 
EXECUTIVE DIRECTOR  
 Milliman Contract:  Executive Director Alan Winkle had provided a 
January 20, 2004, memorandum to the Board explaining contract details.  
The agreement segregates actuarial work into two categories which are 
treated differently for liability and dispute resolution purposes.  After 
discussion, by motion duly made by Trustee Johnson and seconded by 
Trustee Simmons, the Board authorized the Executive Director to enter into 
the proposed agreement for continued actuarial services with Milliman USA. 
   
  DC Plan Trading Restrictions Recommendations: Mr. Winkle and DC 
Plan Specialist Gay Lynn Bath had provided a memorandum dated January 
27, 2004, with information on several ways currently used by other systems 
to curb rapid trading practices.    Approximately half of the participants 
identified as practicing market timing in the Choice plan have continued to 
do so in spite of educational letters and articles sent to members.  Several 
initiated between six and ten market-timing-type trades between December 
12, 2003, and January 12, 2004. By motion duly made by Trustee Johnson 
and seconded by Trustee Ahrens, the Board unanimously approved the staff 
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recommendation to implement the pending trades approach as set forth in 
the memo.  This approach affects the International Fund choices. Transfer 
requests into or out of the designated funds are accepted through the close 
of the market on one day, but will not be traded until the following day as 
part of that day’s normal processing cycle. The price at which the transaction 
will process will be the closing price of the following day.  Other funds 
involved in the transfer transaction are also delayed. Systematic purchases 
and redemptions which are payroll deferrals, roll-overs and scheduled 
periodic distributions, are exempt from this restriction.   
      
 New Employer:  By motion duly made by Trustee Sullivan and 
seconded by Trustee Simmons, the Board unanimously approved the entry 
of the South Fork Coeur d’Alene River Sewer District as a new PERSI 
employer.  The entry date is January 1, 2004.  There are no entry costs for 
this employer to join PERSI. 
  
 Status Update:  Mr. Winkle reviewed his January 22, 2004, 
memorandum to the Board which provided a summary of the projects in 
which PERSI is involved.  There was discussion of the fact that the House 
Commerce and Human Resource Committee had held the Contribution Rate 
Rules and asked for information on the process should the Committee deny 
the rate increase.  Trustee Ahrens said she sees real issues if the rule is 
denied causing the PERSI fund to violate the funding requirements of Idaho 
Code.  Mr. Winkle said Representative Lake also questioned him during the 
CEC presentation as to why the Board awarded a Cost-Of-Living-Adjustment 
(COLA) to retirees when they are also raising contribution rates.   Mr. Winkle 
said the slides presented to the CEC and also those of Bob Maynard’s report 
to the Economic Committee will be available on the PERSI website.     
 
 Other Business:  Mr. Winkle told the Board that DC Plan Specialist Gay 
Lynn Bath has accepted a position with the Oregon Retirement System.  
Chairman Olson thanked her for her work with the PERSI Choice Plan. 
 Chairman Olson asked that current portfolio information be provided to 
him for PERSI’s presentation before JFAC on February 6.  Mr. Maynard will 
be out of town; Financial Officer Jim Monroe will provide detailed information 
for the Chairman.    
 
 Adjournment:  There being no further business before the Board, by 
motion duly made by Trustee Sullivan, seconded by Trustee Simmons and 
unanimously approved, the meeting was adjourned at 10:20 a.m. 
 
 

Jody B. Olson 
Chairman  
 
   

        
 Alan H. Winkle 
 Executive Director 


